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NO DEARTH OF CAPITAL HERE 
 
Pension funds underscore multifamily investments.  Just ask Waterton Associates LLC, AvalonBay 
Communities Inc., BPG Properties Ltd. and Westplan Investors Inc. who invest on behalf of major 
pension funds such as California State Teachers’ Retirement System (CalSTRS) and Pennsylvania 
Public School Employees’ Retirement System (PSERS).  Real estate can make up close to 10% of a 
pension fund’s portfolio and includes diverse sectors.  Value-add and core properties, as well as senior 
housing and long-term care, make up the multifamily portion. 
 
The pension fund market matures significantly over the past couple of years.  Large pension funds pledge 
anywhere from $75M to $750M to multifamily investment groups, expecting IRRs in the 12% to 25% 
range.  Investments are funded with 25% to 35% equity.  Expect pension funds and their advisors to 
maintain — if not exceed — their contribution in apartments.  The stability of this asset class, when 
compared to other real estate sectors, proves especially appealing.  The increasing number of good 
apartment operators today gives funds a comfort zone when making permanent allocations to the niche.  
Operators typically pocket the profits once the pension funds pick up their preferred returns, leading to a 
highly incentivized operation structure.  Property hold times range from five to seven years. 
 
Waterton Associates raises $222M in equity for its 10th apartment fund.  The firm teams up with CalSTRS 
for the fourth time in order to hunt for good value-add acquisitions in top 25 markets.  Complexes could 
range from 150 units to nearly 3,000 units in a wide variety of structures, from high-rises to garden-style 
apartments.  Waterton usually sinks in 35% equity from the fund and leverages about 65% with help from 
agencies like Fannie Mae and Freddie Mac.  Don’t expect the 10th fund to be fully vested before 2010.  
Waterton President Peter Vilim forecasts picking up approximately three deals this year — fewer than its 
typical 10 to 12 acquisitions per year.  Vilim shows prudence with money in today’s acquisition market 
because he foresees better deals coming on line in 2009, when there will be a healthier balance between 
supply and demand.   
 
CalSTRS commits a total of nearly $750M to Waterton’s 7th, 8th, 9th and now 10th fund.  The 7th fund is 
roughly 75% liquidated and yields 19%.  Six of the 14 properties in the 8th fund have been sold so far, 
raking in 20% returns.  However, anticipate more modest returns from 14% to 15% for the latest fund.  
Vilim believes the previous funds performed superbly because of the timing of the deals, when there was a 
lot of value-add product available.  Investment cycles take longer in today’s competitive environment. 
 
PSERS commits up to $100M to the $500M AvalonBay Value Added Fund II LP.  This will be PSERS’s 
second fund with AvalonBay.  The pension fund committed $75M to Fund I, which is estimated to net a 
13% IRR.  Fund II emphasizes on redevelopment, enhanced operations and market cycle ops.  A focus on 
Pennsylvania multifamily is in the cards, since the fund and its sponsor REIT AvalonBay Communities 
have no major presence in the area due to its REIT tax laws.  PSERS Director of Private Markets and Real 
Estate Charles Spiller estimates increasing the fund’s real estate allocations to 10% in the long run, up 
from its current 9.9%.  Residential makes up 15.5% of that portion.  An additional 2% is devoted to senior 
housing and long-term care.  AvalonBay is its only dedicated multifamily partnership. 
 
BPG ranks among major pension fund advisors such as AIG Real Estate, AEW Capital, RREEF and 
Greystar Real Estate Advisors.  Pension fund and endowments make up nearly 50% of BPG Investment 
Fund VIII, which holds $850M in equity.  Joe Mullen, president of BPG’s operating arm Madison 
Apartment Group, feels that pension funds may have oversubscribed to real estate in the past few years 
and may not increase those allocations significantly.  Pension funds attest firms like BPG that acquire and 
operate the properties in-house a 100%, without the hassle of third-party managers.  BPG estimates  
mid-teen return on investments, typically.  At this point, Fund VIII is nearly 33% vested, of which 40% is 
apartments.  The firm likes to buy multiple complexes — from five to six properties — in a single 
transaction.  It uses 30% to 35% of equity and leverages the balance with agency money.   

Continued on Next Page 
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NO DEARTH OF CAPITAL HERE … 
Continued from Page 1 
Three Dutch pension funds invest nearly $133M in Westplan Investors’ Westplan Residential Development 
Fund.  Primary investment targets include garden-style and low-rise developments in major metropolitan 
areas leveraged at about 75%.  The fund anticipates 15% to 17% IRR.  Westplan hopes to attract more 
investors, which could boost the fund to up to $250M giving it approximately $1B in investments.  
Westplan Senior Analyst Emory Strother anticipates a 5- to 7-year commitment period and a 3- to 5-year 
hold upon project completion.  The fund works on a handful of deals in Southern U.S. in areas like Atlanta, 
Tampa and Raleigh, N.C., and hopes to sign about 12 deals a year valued between $35M and $45M each.  
Westplan commits $23M in Texas and Florida so far.  
 
 
LAND MERCHANTS HIT THE MARKET 
 
The land market may seem stagnant at the moment but a closer look reveals some undercurrents of activity.  
Developers like Wood Partners, Trammell Crow Residential, Newland Communities, Harvard 
Investment Inc./Cardon Cos. and Transcontinental Realty Investors Inc. (TRI) may not make 
mammoth land acquisitions but they definitely pursue some land deals.  Some like INCAP try to unload 
acreage from their portfolios, knowing that a good parcel will find a buyer no matter what market statistics 
may predict.   
 
Most developers currently refrain from acquiring land, but that could change after the impending 
presidential elections.  Anticipate developers investing in urban, redevelopment and re-use areas — more 
people want to live closer to work due to rising energy prices.  Keep an eye on major employment centers, 
as they are the development hot spots for the next three to five years.  Strategic Land Advisors Principal 
Barry Gross notices that despite the large amount of “for sale” signs and buzz, very few transactions 
actually close.  Blame it on the weak economy, stricter financing rules and the elections just around the 
corner.  For the most part, parcels that change hands are either distressed or stressed assets.  However, 
markets with strong employment and population growth entice developers who buy land, intending to build 
when the market turns.   
 
Land prices go up in some metro areas due to tough financing for commercial properties.  Land values 
almost tripled in the last decade in Metropolitan Denver, with prices averaging $40/s.f. to $80/s.f.  Area 
firms expect prices to drop by 10% to 25% in the next three to five years. Houston sees an average 34% 
hike in commercial property values since last year.  In Broward County, Fla., commercial land value 
increases by 11.7% over 2007, going north of $12/s.f.  Land fees go for around $20/s.f. in Maricopa 
County, Ariz.  In Texas’ Dallas County, land prices stay close to last year’s, ranging from $25/s.f. to 
$125/s.f., depending on location.  Generally, land prices in Dallas County drop further south because of 
accessibility issues.  Southern California land values dipped 12% to 30% since December.  Orange County 
remains strong, while the Inland Empire takes the hardest hit as land costs fell by 12% to 17% since its 
2005 peak.   
 
Wood Partners pursues three to four land contracts in the next 12 to 18 months in Metro Denver.  
Blueprints will include three- to four-story urban, garden-style products or higher density TOD products.  
The firm outlines plans for City House, a high-rise, high-end rental product in Southern Denver, projected 
to break ground in Q4 2008 or early 2009.  Word is the land cost nearly $20K/projected unit.  Newly 
appointed Operations Manager Timothy McEntee expects a 16- to 20-month completion time.  
Construction costs are in the $2-plus/s.f. range.  Wood typically uses 20% to 30% equity and funds the rest 
through major banks for its projects.  It secures financing through its JV with CB Richard Ellis formed 
earlier this year.  The partnership provides Wood recapitalization to fund deals.  Expect one or two other 
projects to break ground in the next nine to 12 months as McEntee pursues entitlement for a couple of sites.  
Wood plans to add 700 to 800 more units in Colorado this year and about 4,000/year thereafter. 
 
Trammell Crow Residential acquires a distressed 43.7-acre parcel in Plantation, Fla., for close to $25M.  
That equals $572K/acre or $52K/proposed unit.  The parcel sits near I-95 and 136th Avenue in Broward 
County — an area hit by Hurricane Wilma in 2005.  Trammell plans to build the 481-unit Alexan 
Plantation, comprising apartments and townhouses.  The company counts on occupancies to stay in the 
95%-range in the area. Continued on Next Page 
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LAND MERCHANTS HIT THE MARKET … 
Continued from Page 2 
Newland pays nearly $51M, or $17K/acre, for 3,000 acres in Goodyear, Ariz.  It plans to expand its Estella 
Mountain Ranch master-planned community, about 17 miles from Phoenix.  Newland projects 25 years to 
complete the MPC that will include 1,600 acres of commercial/rental space, as well as 50,000 homes.  In 
2006, Newland bought another 2,700 acres for the MPC.   
 
A partnership between Harvard Investment, Cardon Cos. and private investor Mike Cowley pays $10.1M 
to buy 1,127 acres in Lake Pleasant, Ariz.  This is the second of three purchases by the joint venture.  The 
property will become part of 4,892-acre Lake Pleasant 5000, a mixed-use development at the base of the 
Hieroglyphic Mountain Range, 10 miles west of Lake Pleasant in North Metropolitan Phoenix.  The master 
plan includes a 178-acre commercial component that could feature multifamily units.  Also on board:  a 
233-acre golf course, 8,500 single-family homes and a 35-acre resort site.  Harvard VP Christopher 
Cacheris plans to buy the remaining 2,521 acres.  Look for development on this parcel to start in the next 
three to five years. 
 
Transcontinental Realty Investors purchases a 14.8-acre tract of land on State Highway 114 in Las Colinas, 
Texas.  Transcontinental likely spent between $20/s.f. to $40/s.f.  MCLC Realty sold the parcel.   
 
INCAP Fund markets more than 200 acres in Downtown Dallas’ southwest neighborhood to builders and 
developers.  Land price tags from $25/s.f. to $40/s.f.  The entire package could fetch $270M.  INCAP 
bought the property for $200M about two years ago, which included dilapidated residential buildings with 
about 1,500 rental units.  INCAP Senior Managing Director Alan McDonald tore down all the construction 
in order to make room for newer office and housing. 
 
 
REGION FEELS HEAT WAVE 
 
Escalating apartment activity beats the soaring temperatures in the Sunbelt region.  Pay special attention to 
Texas, Las Vegas and Arizona.  Attractive cap rates in the 5% to 6% range and reasonable property costs 
lure out-of-state investors to the area.  Las Vegas and Arizona may be written off in the homebuilding 
industry but seem worthy enough for multifamily buyers who intend to expand their local footprint.  
Artisan Real Estate Ventures and The Siegel Group believe their gamble will pay off in Sin City, as they 
put more cash on the table.  Hawaii-based Holualoa Cos. banks on Arizona’s long-term fundamentals, 
picking Tucson as its choice destination for investing in the Grand Canyon State.  Centaurus Investments 
beefs up its Houston portfolio as it swoops in on its 13th property.  The Sunbelt proves attractive especially 
for value-add buyers.  Most properties were built between mid-1970s and late-1980s, making them ripe for 
the picking.  Look for firms to source deals among REITs, which aim to sell assets built prior to 1990.   
 
Artisan uses its acquisition platform Valley Residential Properties to close on the 670-unit Canyon 
Pointe Apartments, just off the Las Vegas strip.  AIMCO sells the complex.  The Class-B asset cost 
$44M at about a 6% cap with a total capitalization of more than $46M after factoring in closing costs and 
capital expenditure reserves.  Artisan President and CEO Marty Burger aims to improve the cash flow by 
executing a $1M upgrade program as well as reducing operating expenses.  At a total LTC of almost 80%, 
the deal was financed with a senior debt from Fannie Mae with Wachovia as DUS and mezzanine financing 
from RCG Longview.  Artisan/Valley sees at least 30 to 40 properties for every acquisition it makes and 
prefers off-market deals.  It has no problem finding those types of deals because everyone in Las Vegas 
knows that the firm solely focuses on the local area.  Burger manages to find financing despite the credit 
crunch.  He still sees properties trade in the below-5% cap range.  Look for Artisan to expand its 
investment criteria to include distressed single-family development land and condos.  
 
The Siegel Group grows its Flex-Stay portfolio with latest acquisition, the 137-unit Casa Palms apartments 
in Downtown Las Vegas.  The purchase price totals $5M or approximately $36,500/unit.  The traditional 
cap rate would be pegged around 6%, but since the asset will be converted into Flex-Stay units, the cap 
could hover around 10%.  President and CEO Stephen Siegel moves forward on his $100M acquisition 
goal in Las Vegas.  Properties with poor maintenance and occupancies make the cut due to the upside 
potential.  Siegel Group’s affiliate SASCO Properties will take over operational duties and implement a 
$500K to $750K rehab program.  The goal:  improve the current 50% occupancy rate to 93%.  Siegel 
counts on employees from its recent acquisition, the Gold Spike Hotel & Casino, to fill up units in Casa 
Palms.  Expect rents to go from $209 to $219/week, post renovation.   Continued on Next Page 




